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Federal Reserve System § 225.127 

its subsidiary bank to make the disclo-
sures required in this paragraph to be 
made by a bank holding company that 
provides such advisory or brokerage 
services. 

(i) Acting in such capacities as reg-
istrar, transfer agent, or custodian for 
an investment company is not a selling 
activity and is permitted under 
§ 225.4(a)(4) of Regulation Y. However, 
in view of potential conflicts of inter-
ests, a bank holding company which 
acts both as custodian and investment 
adviser for an investment company 
should exercise care to maintain at a 
minimal level demand deposit accounts 
of the investment company which are 
placed with a bank affiliate and should 
not invest cash funds of the investment 
company in time deposit accounts (in-
cluding certificates of deposit) of any 
bank affiliate. 

[37 FR 1464, Jan. 29, 1972, as amended by Reg. 
Y, 57 FR 30391, July 9, 1992; 61 FR 45875, Aug. 
30, 1996; Reg. Y, 62 FR 9343, Feb. 28, 1997] 

§ 225.126 Activities not closely related 
to banking. 

Pursuant to section 4(c)(8) of the 
Bank Holding Company Act and 
§ 225.4(a) of Regulation Y, the Board of 
Governors has determined that the fol-
lowing activities are not so closely re-
lated to banking or managing or con-
trolling banks as to be a proper inci-
dent thereto: 

(a) Insurance premium funding—that 
is, the combined sale of mutual funds 
and insurance. 

(b) Underwriting life insurance that 
is not sold in connection with a credit 
transaction by a bank holding com-
pany, or a subsidiary thereof. 

(c) Real estate brokerage (see 1972 
Fed. Res. Bulletin 428). 

(d) Land development (see 1972 Fed. 
Res. Bulletin 429). 

(e) Real estate syndication. 
(f) Management consulting (see 1972 

Fed. Res. Bulletin 571). 
(g) Property management (see 1972 

Fed. Res. Bulletin 652). 

[Reg. Y, 37 FR 20329, Sept. 29, 1972; 37 FR 
21938, Oct. 17, 1972, as amended at 54 FR 37302, 
Sept. 8, 1989] 

§ 225.127 Investment in corporations 
or projects designed primarily to 
promote community welfare. 

(a) Under § 225.25(b)(6) of Regulation 
Y, a bank holding company may, in ac-
cordance with the provisions of § 225.23, 
engage in ‘‘making equity and debt in-
vestments in corporations or projects 
designed primarily to promote commu-
nity welfare, such as the economic re-
habilitation and development of low- 
income areas.’’ The Board included 
that activity among those the Board 
has determined to be so closely related 
to banking or managing or controlling 
banks as be a proper incident thereto, 
in order to permit bank holding compa-
nies to fulfill their civic responsibil-
ities. As indicated hereinafter in this 
interpretation, the Board intends 
§ 225.25(b)(6) to enable bank holding 
companies to take an active role in the 
quest for solutions to the Nation’s so-
cial problems. Although the interpreta-
tion primarily focuses on low- and 
moderate-income housing, it is not in-
tended to limit projects under 
§ 225.25(b)(6) to that area. Other invest-
ments primarily designed to promote 
community welfare are considered per-
missible, but have not been defined in 
order to provide bank holding compa-
nies flexibility in approaching commu-
nity problems. For example, bank hold-
ing companies may utilize this flexi-
bility to provide new and creative ap-
proaches to the promotion of employ-
ment opportunities for low-income per-
sons. Bank holding companies possess a 
unique combination of financial and 
managerial resources making them 
particularly suited for a meaningful 
and substantial role in remedying our 
social ills. Section 225.25(b)(6) is in-
tended to provide an opportunity for 
them to assume such a role. 

(b) Under the authority of 
§ 225.25(b)(6), a bank holding company 
may invest in community development 
corporations established pursuant to 
Federal or State law. A bank holding 
company may also participate in other 
civic projects, such as a municipal 
parking facility sponsored by a local 
civic organization as a means to pro-
mote greater public use of the commu-
nity’s facilities. 

(c) Within the category of permis-
sible investments under § 225.25(b)(6) 
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